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The Cuban government is expected to implement a new wave of economic reforms before the
end of the year. The decrees to be discussed in late December by the Cuban National Assembly
should include broad austerity measures to scale back the government's fiscal deficit. Among the
steps under consideration are creation of a novel tax system, elimination of most price subsidies for
basic goods, and widespread layoffs in the public sector. In addition, the government will attempt
to lure more foreign investors to the island to reactivate the economy, placing special emphasis
on developing the tourist industry as the country's most important foreign exchange earner.
From July-September, the government announced a series of measures to buffer the country's
spiraling economic crisis. The decrees included legal reforms to allow Cubans to spend foreign
currency on the island in order to pull more hard currency into dollar-strapped government coffers,
permission for individuals to operate family businesses for crafts and services independently from
the state, and a plan to break up many state farms into autonomous agricultural cooperatives.
(For detailed coverage of the present economic crisis, as well as the July-September reforms,
see Chronicle 10/21/93 and 11/04/93.) In general, the July-September reforms were considered
only the first of a series of sweeping measures being drawn up by the government. In fact, in late
October, Carlos Lage, a member of the Communist Party Politburo and Secretary of the Council
of Ministers, announced that another round of reforms would be forthcoming before the end of
the year, when the Cuban National Assembly is scheduled to hold its second plenary session for
1993. Although the central government could simply decree economic reforms without legislative
approval, the executive is expected to submit its proposed measures to the Assembly for debate as
part of the government's effort to strengthen legislative power by giving parliament more decisionmaking authority. The reforms are now under review in the legislature's newly-formed economic
commission, which will in turn submit the proposals to the full Assembly for approval when all
589 deputies begin plenary deliberations on Dec. 27. According to Lage who is considered the
government's key economic strategist most of the reforms are aimed at correcting the government's
chronic fiscal deficit, estimated at about five billion Cuban pesos, or US$5 billion at the official
exchange rate. (Although the peso officially remains on a parity with the US dollar, the black
market exchange now hovers between 60 and 70 pesos per US dollar.) In addition, the government
hopes to steadily reduce excess liquidity in the economy to revalue the peso, eventually paving
the way for a new currency convertibility scheme. According to government estimates, some US
$10 billion excess pesos are now in circulation, since scarcities of most products on the domestic
market have forced Cubans to simply dump much of their earnings into savings since 1990. The
central measures now under consideration include: * A broad-based tax system. Although the
details must yet be made public, Lage says the new structure would be "integral and uniform"
with a likely emphasis on personal income taxes, especially for privately-run family businesses.
Until now, most state revenue has come from profits generated by state-owned enterprises, taxes
on autonomous state firms and foreign companies, and limited taxes on individuals. * Reduction
or elimination of most government price subsidies for basic goods and services. According to
some estimates, the government spends between US$300 million and US$400 million annually to
subsidize basic grains and other essential items. If services such as transportation are included,
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the subsidies surpass US$800 million per year. * A thorough overhaul of the public workforce
to cut back non-productive jobs and improve government efficiency. An unspecified number of
workers would be transferred to other positions, especially in the agricultural sector, where labor
shortages are a chronic problem. Those workers who cannot be transferred or who are incapable
of managing the new jobs offered to them would be laid off but would continue to receive 60%
of their normal pay. In addition, to enforce productivity and efficiency in public workplaces, the
government will draw up new auditing, checking, and accounting systems to measure employee
performance levels. Taken together, the measures represent the initiation of an unprecedented
austerity program in Cuba. "The country has to recuperate its financial order, and that means
immediately reducing the fiscal and budget deficits," said Lage. Indeed, the proposed reforms
reflect an important change in thinking among the revolution's leadership, whereby officials stress
that Cuban workers must become more self- sufficient and less dependent on the government.
In fact, since Lage announced the reforms in late October, pro- government organizations and
even top-level leaders have made scathing criticisms of the lack of productivity and efficiency
within the labor force, much of which is blamed on the state's willingness until now to equitably
provide for all of the population's basic needs regardless of an individual's productive contribution.
"We've been excessively paternalistic with workers, we've been too tolerant, not demanding
enough," President Fidel Castro told an assembly of 500 Communist Party delegates in Havana
in early November. "Our labor laws are not realistic. We have had to make changes and explain
to our workers that there is a need to be disciplined, to be more demanding, if we want to have
productivity and efficiency." The official trade union newspaper "Trabajadores" also made various
editorial appeals in support of the government throughout November, calling on workers to adjust
to the new conditions of austerity by increasing output while accepting less in return. "We have to
change our mentality and adopt different practices or our workers' society will not survive," read
one of the editorials. "We have been inefficient owners of the national wealth because we are better
at sharing out than at producing, more worried about claiming rights than demanding duties, much
more inclined to spend than to save, and more lavish with making plans and projects than with
ensuring rigorous controls and analysis." Still, officials stress that the basic goal of austerity is to
scale back waste in order to continue providing basic services to the population, such as health and
education. Moreover, even if many inefficient workers are pushed off the government dole and
forced into greater self-sufficiency, government welfare programs will be rigidly maintained for
the poorest and most vulnerable sectors of society. "Improving Cuba's internal finances will not be
done through shock therapy as has been done in many countries," said Carlos Lage. "Beginning to
eliminate egalitarianism has a political cost that has to be faced. But we will not allow the measures
to crush the most vulnerable sectors of the population, those with the lowest incomes." Meanwhile,
alongside the efforts to correct fiscal and monetary imbalances, the government also hopes to
reactivate the economy by creating more space for private domestic activities, while at the same
time opening the country much more to foreign investment. On the one hand as a compliment to
the planned overhaul in the public sector the government will likely expand the list of trades and
crafts which Cubans can manage as independent, family-run businesses in order to provide laidoff workers more opportunities outside the government. To date, the government has authorized
135 categories of businesses (see Chronicle 10/28/93). Since the law took effect in mid-September,
86,600 people have applied for business licenses to the State Committee for Labor and Social
Security (Comite Estatal de Trabajo y Seguridad Social, CETSS). Of the total, CETSS has so far
approved 67,260 licenses, rejecting only 1,200 of the applications as ineligible, since they were filed
by individuals such as professionals and managers of state firms, who are barred from private
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activities. The remaining requests are still pending review. On the other hand, the government
plans a major international publicity campaign to attract much greater foreign investment to the
island. According to Carlos Lage, 413 firms from about 40 countries now have operations in Cuba.
In addition, the government has authorized 99 joint ventures between state companies and foreign
investors, and some 120 more joint venture requests are under review. The government is willing to
allow foreign investment in nearly every sector of the economy. Nevertheless, government officials
stress that they will center most of their promotional efforts on pushing the tourist industry as a
crucial investment pole, with the goal of making tourism Cuba's biggest foreign exchange earner by
1995. Tourism is already the fastest growing economic sector, with substantial foreign investment
in hotels and other infrastructure (see Chronicle 05/20/93 and 06/03/93). Last year, income from
tourism reached US$400 million, up from US$290 million in 1991 and just US$250 million in 1990.
This year, officials say tourism earnings will total between US$500 million and US$700 million.
The goal is to attract up to one million tourists to the island by 1995 with income surpassing US
$1 billion. President Castro even boasts that the tourist industry could represent Cuba's economic
savior, far surpassing the traditional sugar industry as the island's economic mainstay in the long
term. "If there is something that will play a strategic role in getting us out of the `special period,'
it will be tourism," said Castro in early November, referring to the "Special Period in Time of
Peace" which began in 1990, when the government activated emergency austerity plans that had
been previously prepared in case of war. In fact, Castro now enthusiastically promotes the goal of
"10 million tourists," an ironic comparison to the revolution's long-standing goal of producing a
sugar harvest of 10 million metric tons, which was never reached. "We are going to sell our natural
resources, including the air, the sea, and the island's natural beauty," said Castro in a speech to
the 11th Annual International Fair of Havana in early November, attended by some 1,000 Cuban
and foreign business investors. "If the tourism development strategy is handled correctly, the
country will be much better off than even before the fall of the socialist camp. Without reservations
we will accept the challenge of 10 million tourists, which would represent from US$10 billion to
US$15 billion in income." While such goals are clearly overly optimistic, independent studies by
foreign institutions do reinforce the government's claim that tourism will rapidly replace sugar as
Cuba's economic mainstay. A new report by The Center for Strategic and International Studies
in Washington DC titled "Cuba and the New Caribbean Economic Order" predicts that over the
next five years, annual tourism income could reach US$1.6 billion, although for that to happen,
Cuba would have to open its economy much more to attract foreign investors to the island. In fact,
the study affirms that Cuba could attract a substantial share of the tourist market away from its
neighbors in the Caribbean, which generally depend on tourism as a central foreign exchange
earner. "The incisive one-liner being bandied about is that the only thing the small Caribbean
economies fear more than a communist Cuba is a competitive, market-oriented Cuba," reads the
report. (Sources: Inter Press Service, 10/28/93; New York Times, 11/01/93; Spanish news service EFE,
11/06/93; Associated Press, 10/30/93, 11/06/93, 11/07/93, 11/09/93; Agence France-Presse, 10/30/93,
11/02/93, 11/06-09/93, 11/17/93; Reuter, 10/30/93, 11/06/93, 11/07/93, 11/13/93, 11/15/93, 11/17/93,
11/26/93; Notimex, 11/05-07/93, 11/13/93, 11/23/93, 11/29/93)
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